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SUBJECT: CREDIT RESTRICTIONS IMPOSED AS BALANCE OF 
PAYMENTS SITUATION EASES 

1. SUMMARY: COSTA RICA HAS VIRTUALLY ELIMINATED CREDIT FOR 
IMPORTED LUXURY ITEMS AND WILL REQUIRE LARGER DOWN PAYMENTS 
AND SHORTER PAYMENT PERIODS FOR SIMILAR ITEMS PRODUCED OR 
ASSEMBLED DOMESTICALLY OR WITHIN THE COMMON MARKET. THIS 
MEASURE SHOULD HAVE A BENEFICIAL EFFECT ON COSTA RICA'S 
RESERVE SITUATION WHICH IS ALREADY IMPROVING AT A STEADY 
PACE AS A RESULT OF MEASURES PREVIOUSLY TAKEN BY THE CENTRAL 
BANK. END SUMMARY. 

2. COSTA RICAN CENTRAL BANK HAS RELEASED A LIST OE 31 
ARTICLES WHICH CAN EITHER NO LONGER BE SOLD ON CREDIT OR 
MUST BE SOLD ON MORE RESTRICTED CREDIT TERMS. THE LIST 
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MAJOR KITCHEN APPLIANCES, RADIOS AND TELEVISIONS, PHONO- 
GRAPHS, JEWELRY, BOATS AND EOREIGN TRAVEL. MOST OF THESE 
ARTICLES, WHEN IMPORTED, CAN NO LONGER BE SOLD ON CREDIT. 
COMPARABLE ARTICLES PRODUCED OR ASSEMBLED IN THE COUNTRY 
WILL REQUIRE A HIGHER DOWN PAYMENT (GENERALLY 25 PERCENT TO 
40 PERCENT) AND A SHORTER LOAN DURATION (GENERALLY 12 TO 24 
MONTHS). IMPORTS PROM OTHER CENTRAL AMERICAN COUNTRIES WILL 
RECEIVE "NATIONAL TREATMENT" UNDER THE CENTRAL BANK MEASURE. 

3. THE SERIES OP MEASURES TAKEN BY THE CENTRAL BANK TO 
DEAL WITH COSTA RICA'S BALANCE OP PAYMENTS SITUATION, OF 
WHICH THE ABOVE DESCRIBED MEASURE IS THE MOST RECENT, 

SEEMS TO HAVE HAD ITS INTENDED EPPECT IN RESTORING 
STABILITY. A REPORT SAID TO HAVE BEEN PRESENTED TO THE 
CENTRAL BANK BY THE LOCAL IMF REPRESENTATIVES (AND RELEASED 
WITHOUT HIS PERMISSION) HAS JUST APPEARED IN THE 

PRESS HERE. IT SHOW THAT THE PREVIOUS OUTFLOW 
OF RESERVES HAS BEEN REVERSED AND THAT SINCE THE I6THO OF 
SEPTEMBER THERE HAS BEEN A NET INFLOW OF RESERVES OF $252,000 
PER DAY, OR A TOTAL INPLOW OP $6.8 MILLION THROUGH OCTOBER 18. 
THE IMF REPORT ALSO SHOWS THAT THE OUTPLOW BEGAN ON THE lOTH 
OP JULY WHEN UNREALISTICALLY LOW INTEREST CEILINGS WERE 
IMPOSED ON "FINANCIERAS," AND AVERAGED A LOSS OP $123,000 PER 
DAY, UNTIL THE INTEREST RATE CEILINGS WERE ELIMINATED AND 
PINANCIERAS WERE PERMITTED ON SEPTEMBER 16 TO FIX RATES COM- 
PETITIVE WITHEUROLLAR RATES. 

4. A CENTRAL BANK OFPICIAL CONTACTED BY THE EMBASSY ABOUT 
PRESIDENT ODUBER'S PRESS STATEMENT THAT COSTA RICAN RESERVES 
HAVE FALLEN TO $15 MILLION STATED THAT PIGUURES HE HAS SEEN 
NEVER WENT THAT LOW. HE SAID AS FAR AS HE KNOWS THE LOWEST 
LEVEL REACHED BY COSTA RICAN RESERVES WAS $27 MILLION AT 
THE END OP SEPTEMBER. THE LOCAL IMF REPRESENTATIVE CONPIRMS 
HIS INPORMATION, SO IT WOULD APPEAR THAT PRESIDENT ODUBER 
WAS EITHER MISTAKEN OR MISQUOTED WHEN HE MENTIONED A PIGURE 
PO $15 MILLION. 

LANE 
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